‘ Paoruct® oF 
°RIMOETONM UNIVERS? TY Tt rewaRy 
exce’7en FEB 28 1948 


THT: Fi 


of 

















ggg: cies 
Oe A COPY 


Needed Measures For Tax Relief 


A STUDY OF THE SITUATION OF EQUITY CAPITAL 
BY EMIL SGITRAM | 


















The EXCHANGE 


Volume IX, Number 2 . February, 1948 





A MAGAZINE OF THE es 


ce 
‘ 


FINANCIAL COMMUNITY — 


THe EXxcHANGCE is a monthly publication of the New York 
Stock Exchange. Editorial Offices, 11 Wall St., N. Y. 5, N. Y. 
Telephone HAnover 2-4200. Subscription price $1.00 a year. 











« Monthly Statistics 





























































Shares Listed 
Share Issues Listed 
Par Value of Bonds Listed 
Bond Issues Listed 
Total Stock and/or Bond Issuers 
Market Value of Listed Shares 
Market Value of Listed Bonds 
Market Value of All Listed Securities 
Flat Average Price—Ail Share Issues A 
Shares: Market Value — Shares Listed A 
Bonds: Market Value — Par Value A 
Stock Price Index (12/31/24 = 100) AB 
Member Borrowings on U. S. Gov't Issues 
Member Borrowings on Other Collateral 
Per Cent of Market Value of Listed Shares . 
Member Borrowings—Total : 
N. Y. S. E. Members’ Branch Offices 
Total Non-Member Correspondent Offices 
Customers’ Net Debit Balances C 
Credit Extended on U. S. Gov't Obligations 
Customers’ Free Credit Balance C 


Reported Share Volume 
Ratio to Listed Shares ; 
Daily Average (Incl. Saturdays) 
Daily Average (Excl. Saturdays) 
Total Share Volume (Incl. Odd Lots) D 
Money Value of Total Share Sales D 
Reported Bond Volume (Par Value) 
Ratio to Par Value of Listed Bonds 
Daily Average (Incl. Saturdays) 
Daily Average (Excl. Saturdays) 
Total Bond Volume (Par Value) D 
Money Value of Total Bond Sales D 
N. Y. S. E. Memberships Transferred 
Average Price 


Shares in Short Interest F 
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NEW YORK, STOCK EXCHANGE 
| | 2 —s 
1948 1947 
MONTH END DATA | 
oul January December | November January 
(Mil.) | 1,923 1,907 1.896 | 1,779 
(No.) | 1,387 1,379 | 1,373 | 1,341 
(Mil.$) | 136,543 136,727 | 136,879 | 137,006 
(No.) 900 900 | ass 918 
(No.) 1,215 1,217 1,205 | 1,199 
(Mil. $) 65,090 68,313 | 67,026 | 69,627 
(Mil. $) 136,232 136,207 | 137,509 | 140.966 
(Mil. $) 202,322 204,519 204,536 | 210,593 
(S$) 45.67 46.60 | 47.13 52.72 
(Ss) 34.37 35.83 | 35.34 — | 39.14 
(S$) 99.77 99.62 100.46 | 102.89 
(%) 73.9 76.8 75.8 | 82.4 
(Mil. $) 63 7, | 99 | 107 
(Mil. $) 222 244 | 215 | 187 
(%) 0.34 0.36 | 0.32 | 0.27 
(Mil. $) | 285 | 301s 313 | 294 
(No.) | 919 | 915 | 913 900 
(No) | 2,685 | 2,689 | 2,680 2,609 
(Mil.$) | 568 578 593 533 
(Mil. $) | 56 61 76 «| 69 
(Mil. $) "| 622 | 613 615 | 687 
DATA FOR FULL MONTH 
(Thou.) 20,218 27,605 16,371 23,557 
(%) 1.06 1.45 0.87 1.33 
(Thou.) 809 1,062 744 906 
(Thou.) 902 1,155 868 973 
(Thou.) 27,936 35,328 22,489 31,831 
(Thou. $) 784,516 999,857 676,545 913,322 
(Thou. $) 111,381 141,873 81,823 125,491 
(%) -082 .104 .060 .092 
(Thou. $) 4,455 5,457 3,719 4,827 
(Thou. $) 5,035 6,018 4,435 4,923 
(Thou. $) 128,055 178,255 81,663 130,028 
(Thou. $) | 93,971 137,471 59,511 95,470 
6 11 3 6 
(S) | 59,000 56,429 61,500 69,000 
2/13/48 1/15/48 12/15/47 2/14/47 
(Thou.) | 1,249 1,200 1,047 




























A—Price values are based on all the indicated 


issues and 


amounts thereof which are included in the list at month- 
end; such issues and amounts vary from month to month. 


split-downs and stock dividends. 


B—Adjustment made to compensate only for stock split-ups, 


C—Reported only by member firms which carry margin accounts. 


Excludes accounts carried for member firms which are 
members of national securities exchanges and for general 
partners of such firms. 


D—Based on ledger dates. 
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By EMIL SCHRAM e 


HE EXCHANGE Magazine has asked 
me to discuss the urgent need for 
Federal tax revision. 

The tax burden affects the welfare of 
every person in this country. Make no 
mistake about this. Pay envelopes, the 
income of every family and the con- 
tinuing ability of the corporations to hire 
and produce will be vitally affected by 
new tax legislation enacted by Congress. 
The maintenance of a dynamic economy 
is essential to all our people. 

If we are to continue to have such an 
economy, we must encourage a greater 
flow of equity capital from private 
sources. Without such a flow of private 
capital, the Government may, in the end, 
have to take over the task of financing 
business. That would be the first major 
step in the nationalization of industry. 


Private Capital Displaced 


Private capital was displaced shortly 
before and during the war when the 
Government assumed the role which pri- 
vate investors were traditionally accus- 
tomed to take. That is not tolerable in 
peace time. 

We have seen the source of private in- 
vestment funds gradually drying up be- 
cause of the excessive tax load on the 
shoulders of those who customarily pro- 
vide such funds. There never was a time 
in our history when equity capital was 
so necessary, and there never was a 
greater shortage of such capital from 
individual sources. 

The nation needs to develop and ex- 
pand the incentive system of private 
enterprise by a scientific revision of the 
tax structure to foster deserving busi- 





Needed Measures 


FOR TAX RELIEF 


ness undertakings. What really confronts 
us is the necessity of developing incen- 
tives which make for a prosperous na- 
tional life, in terms of jobs and good 
wages. Otherwise, our standard of living 
will inevitably decline. 


Team Up for Results 


Capital and technical know-how have 
teamed up in this country to produce the 
highest standard of living the world has 
ever known. This teamwork must con- 
tinue to maintain and improve our econ- 
omy. That economy has been built up 
through the generations to a point where 
it is buttressing much of the world. If 
we falter, there is no one in all.the world 
to come to our aid. Americans must 
depend upon themselves. We have it 
within our power to remain strong if 
we follow sound economic policies. 

The mobile flow of equity capital can 
be stimulated by a reduction in surtax 
rates, by relief from the double taxation 
of dividends, by granting married couples 
in all the states the option of dividing 
their combined incomes for tax purposes, 
and by improvement in the capital gains 
and losses provisions. To implement two 
of these recommendations, of importance 
to investors, the following changes of 
existing law should be made: 


1. The maximum effective tax on 
long-term capital gains should be 
reduced to 10 per cent (from the 
present maximum of 25 per cent), 
and individuals should be permit- 
ted to offset their losses against 
ordinary income to the extent of 
$5,000 each year. 

2. A credit should be granted to in- 
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dividuals against dividend pay- 
ments, the extent of this credit to 
be related to other changes in the 
tax structure. 


These recommendations are not in- 
tended to imply that alternative changes 
in the taxation of capital gains or in the 
treatment of double taxation of dividends 
are without merit. But these concrete 
proposals are emphasized in the firm 
belief that they are necessary to prevent 
stagnation in the nation’s growth. 

Surtax rates on individual incomes 
should be reduced to a maximum rate of 
50 per cent. Under present conditions, 
equity capital comes from two principal 
sources: first, from retained earnings of 
business and funds derived from reserve 
accounts; second, from the savings of in- 
dividuals. The reservoir of savings prop- 
erly available for investment in equities 
of new corporations, or in the additional 
securities issues of established companies, 
is now relatively small among investors 
with incomes of $5,000 or less. The 
principal source is the surplus incomes 
of investors in the relatively high income 
brackets. A reduction in surtax imposts 
would free a great deal of capital in the 
upper income strata. 


Slight Impact on Revenue 


A substantial reduction in surtax rates, 
which now extend upward to more than 
80 per cent of taxable income, can be 
achieved with comparatively little shrink- 
age of Government revenue. The yield of 
surtaxes on all taxable incomes of $50,000 
and over has been estimated at about 
$1,300,000,000, or approximately 8 per 


cent of a total individual tax revenue of 


$16,500,000,000. A slight appreciable 
loss to the Treasury and a substantial 
addition to the likely increase of equity 
investment, would result from a sizable 
marking down of income surtax rates. 

Excessively high surtax rates impair in- 
dividual incentive. In a treatise on busi- 
ness cycles (Investment and Business 
Cycles 1941), Professor J. W. Engell, of 
Columbia University, asserted that the im- 
portance of the personal income tax in 
reducing the volume of new investment 
could hardly be overstressed. When high 
taxation reduces the personal resources 
ordinarily applied to venture enterprises, 
the nation’s capital supply suffers 
severely. 


Where Tax Burden Falls 


It is too popularly supposed that the 
capital gains tax falls the heaviest on 
the speculator. This is not the case. 
Statistics of income show that in 1938, 
70.2 per cent of the capital gains ap- 
pearing in the $100,000-and-over income 
group were on capital assets held more 


than 10 years. The present rate of 25 
per cent, maximum, is so high as_ to 
cause many investors to hesitate about 
disposing of a security held for even 
so short a period as six months. 

Under ideal circumstances, the investor 
who acts with long-range foresight will 
lose interest in an enterprise when it has 
become successful and sell out to smaller 
and more conservative buyers. But the 
capital gains tax, besides dampening the 
enthusiasm of some investors for new 
ventures in the first place, makes them 
less willing to sell later on. Thus, funds 
which would otherwise be available, on 
a sort of revolving basis, for investment 
in new undertakings. remain locked in 
established concerns. 

Such funds, which might be employed 
in a variety of equities, not infrequently 
become frozen indefinitely in thoroughly 
seasoned, amply financed companies. For 
years this capital may lose all trace of 
the dynamic character inherent in it. 
The consequences of the capital gains 
tax when it prevents sales are just as 
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PER CENT OF STOCK FINANCING 
TO TOTAL CORPORATE FINANCING 


For New Capital 


BONDS AND NOTES 
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STOCKS 


PICTOGRAPH CORPORATION 








Source: Commercial and Financial Chronicle; Securities and Exchange Commission; Federal Reserve Board 


and Department of Commerce. 
remainder of the year. 


2 


Figures for 1947 based on actual data through July and estimated for the 


objectionable as the effect of the tax iq 
cutting down the supply of securities, 
Unduly high prices for stocks are often 
attributed to the tax. 

If holders are reluctant to sell, bidders 
lift their bids. Sales resistance is particu. 
larly onerous when general market con. 
ditions are above the average of the 
recent past. On the other hand, when 
market conditions are depressed, selling 
pressure may develop because the law 
permits the deduction of capital losses 
from income to a prescribed extent. 


Leads to Undue Debt Financing 


The effect upon our economy of the 
double taxation of dividends takes many 
forms. For one thing, of grave signif 
icance just now, the law promotes und 
debt financing. Funds seeking the shelter 
of debt securities are not merely the 
savings of each year; old capital, whose 
owners are becoming less active, flees int¢ 
this sanctuary, or tends to move int@ 
the hands of trustees. : 

Individuals should be allowed a credif 
on dividends received. This method fog 
freeing dividends from taxation after thé 
money has already been taxed as com 
porate profits may not be ideal. It wo 
serve, nevertheless, until a more satisgy 
factory adjustment between corporate ang 
personal income taxes is developed 
Urgency calls for relief at the earliest pos 
sible moment in order to stimulate equity 
investment. 

Look, next, at the dreary picture re 
sulting from throttling taxation upon 
corporations. Equity capital usually is 
invested directly in a new enterprise 
without using the mechanism of stock 
exchanges. The stock exchanges take up 
from there. They provide ready machin 
ery for seasoned and sound companies 
to obtain capital at reasonable rates. 
These markets facilitate the sales of indi 
viduals and corporations. If a market for 
seasoned securities is hesitant or stagnant, 
persons who otherwise would be inclined 
to embark on new ventures lose their 
enthusiasm. 


Taxes Hit Market Stability 


Securities markets are suffering from 
inertia, and it is a fair conclusion that 
tax inequalities are the principal cause. 
For some time, attempts of some of our 
largest and strongest corporations to 
acquire funds for expansion through sales 
of additional common stock to existing 
stockholders by means of subscription 
rights have had a depressing effect upon 
the prices of outstanding shares. 

(Continued on page 8) 
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HE recent trend of stock prices 

accentuates a situation which has 
been present right along — that is, the 
improving level of yields. 

In 1947 a total of 851 common stocks 
on the New York Stock Exchange dis- 
bursed cash dividends, and the typical 
yield, based on the year’s dividends and 
year-end prices for the equities, was 6.3 
per cent. More than one-quarter of the 
total number of issues recently were 
selling to yield 8 per cent or higher. 

In previous boom times, almost with- 
out exception, stocks have been bid up 
to prices where yields were cut to 4 or 
even 3 per cent. This lowering of yields, 
and consequent narrowing of the “spread” 
between the rates of return on stocks and 
bonds, was a reliable enough statistical 
occurrence so that it was popularly used 
as one indicator of a nearby top of the 
business cycle. 

In contrast, today’s equity yields more 
nearly match those of the stock-market 
depression period when share quotations 
were dragging bottom in 1942. For that 
year the typical yield among dividend- 
paying common issues on the New York 
Stock Exchange was 7.8 per cent. 

The “spread” between stock and bond 
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H. ARMSTRONG ROBERTS 


yields also is currently high. At the cur- 
rent bond yield of about 3 per cent, the 
differential in favor of stocks is 3.3 points 
—an unusually wide divergence, again 
reminiscent of the 1942 situation. 

In terms of any statistical measure- 
ment one cares to take—yields, price- 
earnings ratios, net asset value—equities 
have for more than a year been selling 
at moderate levels in the midst of an 
unprecedented industrial boom. The re- 
sults have been some extraordinary rates 
of income received by equity holders, as 
the following ranges of stock yields show: 


Number of dividend-paying com- 
mon stocks with a recent yield of: 


Rem Gee BG .....: @& 
Between 2% and 3% .. . 34 
Between 3% and 4% . . . Ti 
Between 4% and 5% neg 
Between 5% and 6% 140 
Between 6% and 7% 143 
Between 7% and 8% . . . 122 
Between 8% and 9% .. . QI 


9% and over 125 


Based on quotations of last December 
31, yields of 5, 6 and 7 per cent were 
plentiful. As the year’s closing prices of 
most issues were representative of those 


prevailing throughout 1947, the figures 
represent actual income to many stock 
buyers, rather than a theoretical com- 
putation. If prices near the year’s lows 
had been employed, such as were wit- 
nessed last April or May, still higher 
yields could have been shown. 

Most stock-market theory anticipates 
that in times of uncertainty, when in- 
vestors and speculators lack confidence, 
equities will tend to sell at advanced 
yields which are out of line with the 
return on other forms of investment. 
Customarily this is looked upon as a 
solely temporary phenomenon, to be cor- 
rected as soon as the uncertainties are 
resolved. The surprise on the present 
occasion arises from the long continu- 
ance of the wide differential in yields. 


Duplicates Low Point 


Stocks made a low in October, 1946, 
which was closely matched seven months 
later in May, 1947. Now for nearly 
another year prices, in general, have 
held to a narrow shelf. It has been the 
longest period of insignificant price moves 
since the opening of the present decade. 

Far from the situation being temporary, 
moreover, it can be shown that from 
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1940 on stocks have spent more time in 
a high yield area than in the 5 per cent 
yield region usually considered as nor- 
mal. There has been nothing wrong 
with dividends in all this time. They 
have been satisfactory, often substantial. 
The vitality of the industrial background 
supporting the sizable volume of cor- 
porate earnings also is well known. What 
has been missing has been a disposition 
on the part of stock buyers to place any 
high evaluation on these earnings and 
dividends. 

Total annual dividends on listed com- 
mon stocks, and the typical annual yield 
among dividend-paying common stocks, 
computed on the basis of closing quota- 
tions for each year, are shown below. 


Common Stocks Listep on N. Y. S. E. 


The typical yield is the yield midway 
in the range between the lowest and 
highest for all dividend-paying common 
stocks in the year named. It would be 
the average yield that an investor would 
expect to receive, assuming that he had 
limited his purchases to stocks on a 
dividend-paying basis. In only one of the 
eight years did the typical yield drop 
below 4 per cent; in only two other 
years was it as low as 5 per cent. 

On two occasions the figure exceeded 7 
per cent. 

The evidence is convincing that in- 
vestors who have bought good stocks 
and held on to them have realized sub- 
stantial income. With respect to dividend 
return, it is doubted that the vaunted 
1920s could rival the eight-year stretch 
recorded here. 








Est. Agereg. Typical The investor of the 1940s has been 
Com. Div. Annual ° . 
Paym'ts. Yield called upon to adjust himself to more 
1940 - $2,098,952,000 6.1% uncertainties, and to more far-sweeping 
1961 2,280,654,000 9.3 economic change, than ever were the 
1942 1,997,461,000 7.8 lot of his predecess f oth nera- 
1943 2,063,411,000 6.1 ee ee ae 
1944 2299 612.000 50 tions. The results, if he has stood 
1945 2.274.727,000 36 staunchly by his stocks of good quality, 
1946 2. 668,549.000 48 have been commensurate with the added 
1947 3,254,653,000 6.3 ‘mt responsibility. 
EARNINGS AND YIELDS OF SAMPLED COMMON STOCKS 
Dividends Paid Annual rate Yield 
12\mes. ended re latest regater Price. on anseal 
Dec., 1947 Excl. extras Incl. extras payment (2-5-48) rate 
Air Reduction Company 2.08 $1.00 $100 $1.00 24% 41% 
Allied Mills, Inc. 4.31 2.00 3.00 2.00 30 6.7 
Am. Agricultural Chemical 7.36 2.50 4.00 3.00 44* 68 
Atlantic Refining Co. 5.32 (1) 1.50 1.50 1.50 31% 4.7 
Best Foods, Inc. 5.07 1.20 2.20 1.00 2635 3.8 
Caterpillar Tractor Co. 5.29 3.00 3.00 3.00 57 5.3 
Continental Baking Co. 3.86 0.75 0.75 1.00 121% 8.2 
Detroit-Michigan Stove Co. 252 (2) 0.80 1.60 0.80 11% 7.1 
Freeport Sulphur Co. 3.89 (1) = 2.50 2.50 2.50 38% 6.5 
General Portland Cement Co. 2.62 (1) 0.75 0.75 1.00 18% 5.5 
G. R. Kinney Co., Inc. 3.54 (1) 1.00 1.15 1.00 12% 8.0 
S. H. Kress & Co. 5.39 2.00 3.50 2.00 50 4.0 
Lehigh Coal & Navigation Co. 1.37 (1) 1.00 1.00 1.00 10% 98 
Liggett & Myers Tobacco Co. 6.83 3.50 4.50 4.00 87 4.6 
Lone Star Cement Corp. 6.67 3.50 4.25 3.50 61% me 
Mathieson Alkali Works 3.34 1.37% 1.62% 1.50 2956 §.1 
Monsanto Chemical Co. 3.59 2.00 2.00 2.00 51% 3.9 
National Steel Corp. 12.03 (1) 4.00 4.00 4.00 84 48 
Phila. & Reading Coal & Iron Co. 3.12 2.00 2.00 2.00 14% # 13.6 
Republic Steel Corp. 9.17 1.00 2.00 1.00 23% 4.3 
R. J. Reynolds Tobacco Co. “B” 3.03 1.60 2.00 1.80 3914 4.6 
Sutherland Paper Co. 6.87 2.00 2.50 2.00 391%4* 5.1 
Thomas Steel Co. 4.75 (1) 1.40 2.30 1.40 20% 6.7 
U. S. Steel Corp. 11.66 4.25 5.00 5.00 71% 7.0 
Youngstown Sheet & Tube Co. 13.31 (1) 4.00 4.00 4.00 69% 5.8 
(1) Preliminary. *Bid. 











RECENT INCREASES IN 7 
STOCKHOLDER LISTS 


66 HE company is owned by 3,912 

stockholders and is operated by 
8,600 employes, many of whom are also 
stockholders,” writes David L. Luke, Jr, 
president of West Virginia Pulp and Paper 
Company, in his company’s 1947 report. 
“According to the dictionary,” continues 
Mr. Luke, “a preferred definition of ‘com- 
pany’ is ‘an association of persons for a 
joint purpose.” The number associated in 
the West Virginia company at the end of 
the 1947 fiscal year was, in round num 
bers, 13,000, or 8,600 employes and abo 
4,000 stockholders.” 

In a preliminary survey more instance 
of stockholder growth, than of contra¢ 
tion, show up in the corporate report 
already issued. West Virginia Pape 
gained some 200 new holders of its con 
mon stock last year. Other more sizabi 
increases include: International Harvestei 
2,000; S..H. Kress & Co., 800; and John 
Manville, following a 3-for-1 stock spli 
1,200 new holders of common stock. 


-——s 














More Macy Stockholders 


Reporting its stockholder figure in the 
annual statement for the first time in any 
recent year, R. H. Macy & Co. discloses 
that the number of its owners has nearly 
tripled in the last decade, increasing from - 
8,582 to 21,986. . 

Then there are hundreds of smaller 


sized concerns on the New York Stock 1 
Exchange, many of them listed in recent ; 
t 


years, whose stockholder totals are grow 
ing steadily. General Shoe, listed in 1939,§ 
expanded its number of shareholders from 
3,700 to 4,000 during 1947. Hooker Elec 
trochemical, listed late in the past year, 


recorded an increase from 1,463 to 1,808 P 
in the same interval. c 

Many corporations, formerly closely- sI 
held family affairs, are now publicy§ © 


owned. To these may be added the pub l 
lic utility operating companies divested 0 
from holding systems, such as Scranton F 
Electric, with its 11,107 newly acquired I 


owners. Si 
The signs are convincing that the ne f 
tion’s total number of stockholders cor n 
tinues to grow in healthful manner. 
e 

A CORRECTION i 

u 

In connection with stock split-ups of 1941, p 
an article in the January issue stated that § 
the Union Pacific Railroad was preparing t0 i 


split its preferred and common four for one. 
This was an error. The plan calls for a split 8 
up of two for one. 
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UR economy needs more owners of 

corporate stocks and bonds. Investors 
are good for business. Business cannot 
exist without investors. 

Best estimates are that only about 
15,000,000 people of this country are 
stockholders, or less than 12 per cent of 
the population. There are 60,000,000 
workers, but only a relatively few of 
them share in the earnings of production 
through stock ownership. 

Amazing it is to learn that only nine 
per cent of the nation’s spending units 
contain at least one member owning 
stocks or bonds other than United States 
obligations. This situation was disclosed 
last summer in Part III of the Survey 
of Consumer Finances prepared by the 
Federal Reserve Board. A spending unit 
is defined as all persons living in the 
same dwelling or belonging to the same 
family who unite their incomes to meet 
major expenses. 

Millions of Americans, thus, have not 
learned to avail themselves of the priv- 
ileges of a public market for securities, 
unrealizing that freedom to buy and sell 
private property in an organized market 
is a priceless privilege. Such a market 
contributes to the nation’s vitality and 
growth. It does far more. If employed 
with intelligence and patience by those 





whose _ resources -make _ participat’on 
proper and logical, the securities market 
affords the means to supplement earnings 
by income on past earnings and, at the 
same time, offers opportunity to enlarge 
that portion of earned income which is 
used as investment capital. 

The intention of this article is to point 
out some elements which are obvious to 
the well informed about the securities 
market but not so clear to many others. 
This writing applies to the present, while 
Congress wrestles with a new tax bill. 
It is directed to readers with moderate 


“Freedom to buy and sell property in an 
organized market is a priceless privilege” 


incomes. For them, material for study 
of securities and of the market is affected 
by conditions which give them an invest- 
ment advantage. 

Individuals in the higher income brack- 
ets are currently blocked off by tax law 
inequalities from actively buying and 
holding stocks. After a person’s income 
approaches $18,000, there is little or no 
incentive to buy a taxable stock to get 
4 or 5 per cent return. The Federal tax 
collector takes too much of the income 
away from the large investor to make it 
worth while. Further, the capital gains 
tax cramps incentive among large inves- 
tors. What these two handicaps upon 
upper-bracket investors mean to the 
medium-income investor is less competi- 
tion for the latter in acquiring common 
and preferred stocks. 


Prices Reflect Distortions 


Prices for stocks have been reflecting 
this distortion from the| normal for the 
greater part of two years. Partly as the 
result of the reluctance of large investors 

(Continued on page 12) 





Pacific Gas & Electric $1.50 Cum. . 
American Bank Note $3.00 Cum. 
Deere & Company $1.40 Cum. . 
Reynolds Tobacco $3.60 Cum. 
American Viscose $5.00 Cum. . 
General Motors $3.75 Cum. 

Otis Elevator $6.00 Cum. . 
Consumers Power $4.50 Cum. . 
Commercial Credit $3.60 Conv. . 
American Snuff $6.00 Non-Cum. . 
Colgate-Palmolive-Peet $3.50 Cum. 
Eastman Kodak $6.00 Cum. . 





Investment Preferreds in Retreat from 1947 Highs 


1947 Recent Current 
High Price Yield 
41% 34 4.4% 
7744 60 5.0 
38% 30 4.6 
104 8814 4.1 
120% 117% 4.2 
107% 93% 4.0 
163% 152% 39 
114, 103 4.3 
115% 93 3.8. 
158 138 4A 
105% 89% 3.9 
1981, 165% 3.6 











FE .HE development of the mass-invesi- 

ment medium in the United States 
has been accompanied in recent years by 
an interesting evolution of the original 
type of investment trust, the “closed-end” 
company. Judging by market quotations 
for these companies’ shares, a number of 
which are listed on the New York Stock 
Exchange, it seems doubtful whether the 
investing public is fully aware of the 
changes that have taken place. 

The purposes of the closed-end com- 
panies are the same as those of the open- 
end or mutual funds, namely, to offer 
means for investing capital in such a way 
as to obtain wide diversification and ex- 
perienced management. 

The general character of the invest- 
ments of the closed-end companies like- 
wise is similar to that of the mutual com- 
panies. Common stocks listed on the New 
York Stock Exchange have always con- 
stituted their principal investments, and 
the buying and selling of listed securities 
by these companies comprise an impor- 
tant source of transactions for member 
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firms of the New York Stock Exchange. 

The chief difference between the closed- 
end companies and the mutual funds lies 
in the method of raising capital. The latter 
have only their own shares, or participa- 
tion certificates, outstanding and are con- 
tinuously raising new capital by the sale 
of these shares. The closed-end companies 
have a fixed amount of capital. This capi- 
tal is represented in many cases not only 
by common stock but by bonds and pre- 
ferred stocks as well. These securities are 
for the most part bought and sold on the 
New York Stock Exchange or on some 
other exchange, and prices are not directly 
related to asset values as is the case with 
the mutual shares. The latter are usually 
sold to the public at some premium above 
their asset values, but the common stocks 
of the closed-end companies generally sell 
at substantial discounts from their asset 
values. 


Historical Outgrowth 


The changes that have taken place with 
respect to the closed-end companies can- 
not be appreciated unless presented 
against their historical background. In- 
vestment trusts had been developed in 
England and Scotland, and after some 
early difficulties, due to unwise specula- 
tion, they became firmly established as a 
valuable medium for investing the sur- 
plus capital of Great Britain. The theory 
behind their methods of capitalization, 
which consisted of debentures or pre- 
ferred stock and ordinary stock, was that, 
through expert management, they could 
obtain a higher rate of return on their in- 
vestments than the interest or dividend 
rates which they paid on their own out- 
standing securities. The excess income 
would accrue to the benefit of their ordi- 
nary (common) stock. The emphasis was 
always placed on income rather than on 


By JOH 


appreciation, and capital profits were usu- 
ally set aside as a reserve against a rainy 
day. This conception of investment policy 
proved sound in practice, and the securi- 
ties of the trusts became highly regarded 
by investors. 

While a few funds similar to the British 
type were set up in the United States dur- 
ing the early years of this century, it was 
not until the speculative fervor of the 
1920s that they began to be formed in 
large numbers. The majority of these 
American companies were organized with 
capital structures similar to the British, 
having bonds or preferred stock outstand- 
ing in addition to common stock, but there 
the similarity ceased. 

Instead of investing primarily for in 
come, the early American sponsors, with 
typical disregard of past experience and 
eager to obtain quick results, concentrated 
heavily on obtaining appreciation of capi- 
tal. Their funds were invested almost 
entirely in common stocks, and their orig: 
inal portfolios were in many cases ac 
quired near the peak of the stock market. 
Portfolio values fell heavily in the early 
1930s. 


Coming of the Law 


Largely as a result of depressing ex 
periences, Congress authorized the Securi- 
ties and Exchange Commission to make 
a study of the investment company field. 
This was done and it resulted in the pas 
sage of the Investment Company Act of 
1940. This Act now regulates many of 
the activities of the investment companies 
and is designed to assure investors that 
their funds will be prudently adminis 
tered. 

In the meantime, the managements of 
the closed-end companies were making 
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steady progress toward regaining the con- 
fidence of the public. With greater experi- 
ence, their skill in the selection of securi- 
ties increased, as is attested by their rec- 
ords in recent years, and they also en- 
tered upon a program of retiring senior 
capital in the interests of conservatism. 

Recognizing .that when capital is in- 
vested primarily for appreciation the 
“leverage” exerted by outstanding senior 
securities places the common stock in a 
highly speculative position, the manage- 
ments of those companies which had 
bonds or preferred stocks outstanding be- 
gan a rigorous program of reducing the 
amounts of those issues. The progress 
which has been made in this direction is 
impressive. 


Heavy Retirements 
Considering only 10 representative 
closed-end companies whose common 
stocks are listed on the New York Stock 
Exchange, and which in 1937 had senior 
securities outstanding, the aggregate re- 
duction of senior issues has been as fol- 
lows: 
Dec. 31, 1937 
Bank Loans. ..$ 9,600,000 
38,904,000 
. 85,002,000 40,799,800 


Dec. 31, 1947 
$ 3,600,000 


11,757,500 
Pref. Stocks. . 





133,506,000 56,157,300 


Thus, over $77,000,000 of senior securi- 
ties have been retired by these 10 com- 
panies alone since 1937, representing a 58 
per cent decline. Two of these companies 
now have only common stock outstanding, 
a third will shortly be on a common stock 
basis following the early maturity of its 
remaining bonds, and others are clearly 
headed in the same direction. 

However, the retirement of this senior 
capital has not yet been reflected in the 


prices at which the common stocks of 
these companies as a group are selling in 
relation to their net asset values. As of 
December 31, 1947, the common stocks 
of nine of these companies (excluding one 
that was not representative because of its 
very low price) were selling at an av- 
erage price 34 per cent below their asset 
values. In comparable cases, this repre- 
sents little change from the average dis- 
count at which these common stocks sold 
10 years ago. 


A Seeming Paradox 


It would normally be expected that as 
an investment company reduced its senior 
capital its shares would tend to sell closer 
to asset value, since the reduction in 
senior charges and the elimination in 
whole or in part of the leverage factor 
place the common stock in a much 
stronger investment position. This is borne 
out by the fact that the common stocks of 
a number of closed-end companies which 
have never had senior securities outstand- 
ing generally sell considerably closer to 
their asset values than do the stocks of 
the leverage companies. Consequently, it 
is surprising that the stocks of the nine 
companies discussed above continue to 
sell at such substantial discounts from 
their asset values. It would seem that the 
investing public may be unaware of the 
changes which have taken place during 
the last 10 years. 

It would also appear that the public 
is not fully informed about the excellent 
records which the managements of these 
companies have established. The time 
from December 31, 1936, to December 31, 
1946, is a satisfactory period for apprais- 
ing managerial results since the stock mar- 
ket was at the same approximate level 
on the two dates. In this interval a group 
of 29 leading diversified companies had 


an average gain of 69 per cent in the 
market value of their net assets (adjusted 
for capital changes and for interest and 
dividends paid.*) In comparison, the 
Standard & Poor’s 90-stock average, simi- 
larly adjusted, gained only 46 per cent. 

This excellent record is due in part to 
the flexibility of the closed-end companies, 
and it is doubtful whether any other me- 
dium of mass investment from a practical 
standpoint permits of as much variation 
in investment policy. Although the Invest- 
ment Company Act of 1940 requires from 
all investment companies a statement of 
basic investment policy which may not be 
changed without stockholders’ approval, 
management still has considerable free- 
dom of action as regards selection of in- 
vestments and market policy. The man- 
agements of the closed-end companies in 
most cases have placed emphasis on ap- 
preciation of capital rather than on in- 
come, with the result that they change 
their investment programs more swiftly to 
meet changing conditions than would be 
the case if stability of income were their 
primary consideration. 

The majority of the companies have 
diversified investments consisting largely 
of common stocks or cash and the equiva- 
lent, although there are a few that buy 
only the securities of companies in a cer- 
tain industry, such as mining, oil, avia- 
tion and the like. There are also a few 
that put a substantial portion of their 
funds into “special situations,” which usu- 
ally means making a comparatively large 
investment in some company or enterprise 
that offers the possibility of exceptionally 
large appreciation over a period. 


Tax Specifications 


Like the mutual funds, the closed-end 
companies which qualify as “regulated in- 
vestment companies” occupy a special po- 
sition for tax purposes under Supplement 
Q of the Internal Revenue Law. They 
are exempt from taxation on income or 
capital gains distributed to their stock- 
holders. However, certain companies have 
found it to the advantage of their stock- 
holders not to qualify as “regulated in- 
vestment companies,” since their particu- 
lar situations may permit them to pay 
dividends from time to time which are not 
taxable as ordinary income. Generally 
speaking, this situation arises when a com- 
pany realizes capital losses in a given 
year sufficient to offset capital gains, net 
investment income and accumulated sur- 
plus as of the beginning of the year. The 
tax status of dividends of such companies, 
however, may vary from year to year. 


*“Investment Companies, 1947 Edition”’— 
Arthur Wiesenberger & Co. 





Needed Measures For 
Tax Relief 


(Continued from page 2) 


As an example, an average of 10 com- 
panies listed on the New York Stock 
Exchange may be used. These concerns 
offered additional stock. Their stocks 
already on the market declined 12.5 per 
cent in price from the date when the 
notice first appeared in the financial press 
to the last day of the new offering. Dur- 
ing the same period, the average decline 
for the comparable Dow-Jones indexes 
was only 3 per cent. 


Affects Business Expansion 


The foregoing illustration reflects a 
serious handicap upon corporate plans 
for growth and improved services to the 
public. Almost every important industry 
has a program of expansion under way. 
Lacking is assurance that financing can 
be done soundly. The needed assurance 


PRICE TRENDS OF COMMON STOCKS DURING NEW FINANCING 
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is dependent upon healthy conditions in 
the market for equity capital, which in 
turn hinge on revising our tax laws. 

Epitor’s Note: This article is largely 
based on a booklet—“Economic Progress 


Pictograph Corporation 


... Tax Revision and the Capital Markets” 
—prepared recently by Mr. Schram in 
collaboration with Franklin Cole & Co, 
economic consultants, and issued by the 


New York Stock Exchange. 





STOCK EXCHANGE FIRM 
OFFICES IN 47 STATES 


The map shows the countrywide distri- 
bution of offices of member firms of the 
New York Stock Exchange. There were 
606 firms on January 15, of which 440 
had their home offices in New York City 
and 166 were domiciled in other cities. 
The firms maintained 917 branch offices 
in 369 cities of 47 states, in the District of 
Columbia, Puerto Rico and Hawaii and 
in six foreign countries. 

The firms were composed of 887 gen- 
eral and special partners who were mem- 
bers of the Exchange and 2,763 non- 
member partners, or 3,650 general and 
special partners, all told. 

The largest concentration of offices was, 
naturally, in the more heavily populated 
states, New York leading with 612. The 
cities and many large towns of Pennsyl- 
vania brought this state into second place 
with 131 offices, and the widespread, sub- 
stantial communities of California acted 
to set this state in third place with 95. 
Chicago and its populous environs ranked 
Illinois in the fourth position, and service 
of winter visitors to Florida brought this 
state well forward with 37 offices. The 
opening of two offices in Idaho featured 
recent growth of member firm facilities. 

Although New York State offices ex- 
ceeded in number those west of the Mis- 
sissippi River and in the South by a con- 
siderable margin, the national character 
of business on the Stock Exchange is em- 


8 


phasized by the normal volume of orders 
filled on the board. More than 50 per cent 
of such orders originate among the in- 
vesting and trading public outside of New 
York State. 

Branch offices are connected by direct 
wire with the head office in New York and, 
in numerous instances, with correspon- 
dent firms’ offices. Hence, distance from 
the market place lays no handicap upon 
freedom in the execution of orders on 
the Stock Exchange floor. Branch offices 
have available all the statistical informa- 


tion and news affecting securities pric 
which the head office may obtain; wi 
communication throughout the busin 
day permits quick interchange of info 
mation, 

A customer considering the sale of 
stock listed on the Stock Exchang 
whether he lives in Atlanta, San Franci 
or Duluth, can obtain through a bran 
office in his city current quotations in 
few minutes. A few minutes after hi 
order to buy or sell is handed in, ba 
comes a report on the transaction. 


Location of offices of member firms of the New York Stock Exchange 
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EYDEN CHEMICAL 
CORPORATION 


89,725 Shares 


3144% Cum. Pfd. Series A 


Stock, Par $100 
1,191,572.5 Shares 
Common Stock, Par $1 


Ticker Symbol: HDN 


HE company and its subsidiaries are 

engaged in the manufacture and sale 
of synthetic organic chemicals for indus- 
trial and medicinal uses, and of a line of 
drugs, medicinal chemicals and anti-biot- 
ics. Its chief products are formaldehyde 
and certain of its derivatives, penicillin, 
pharmaceuticals and pentraerythritol. 

Principal industries consuming Hey- 
den’s products are engaged in the manu- 
facture of synthetic resins, plastics, syn- 
thetic adhesives, paper products, dyestuffs, 
textiles, medicines, pharmaceuticals. The 


(Above) Laboratory for testing products at 
Memphis plant of Heyden Chemical Corp. 


(Left) Bank of centrifuges in operation 
at the company’s Garfield, N. J., plant 


products are used widely also in paints, 
varnishes, lacquers and other coating 
compounds, foods, confectionery and mis- 
cellaneous organic chemicals. Heyden and 
its subsidiaries sell approximately 190 
other chemicals. The company has esti- 
mated that during the first half of 1947 
approximately 56 per cent of-its consoli- 
dated net dollar sales consisted of chemi- 
cals sold for industrial uses, 31 per cent 
of chemicals sold for medicinal, pharma- 
ceutical and miscellaneous uses and 13 
per cent of pharmaceutical and drug sund- 
ries sold in the drug trade. 


Acquired Two War-Time Plants 


In May, 1946, Heyden purchased from 
the Government a plant at Princeton, N. J., 
for the manufacture of penicillin at a 
price of $1,700,000. The company had 
designed, constructed and equipped this 
plant for the Government during the war. 
In September of the same year, the com- 
pany bought from the Government a 
plant at Memphis, Tenn., for $1,060,000. 
The plant was built during the war for 
the production of synthetic phenol for 
use in explosives and is now used by the 
company for the production of caustic 
soda and chlorine. 

It was not until early 1946 that Heyden 
commenced the manufacture and distribu- 


tion of pharmaceuticals and other drug 
products, with production centered in 
Detroit. These new lines began with the 
purchase by Heyden of the assets of 
C. E. Jamieson .& Company and of virtu- 
ally all of the voting stock of the Nyal 
Company, both located in Detroit. 

In July, 1946, the company entered 
into a cost-plus-fixed-fee contract: with 
the War Department for the operation of 
the facilities at the Morgantown Ord- 
nance Works, Morgantown, W. Va., for 
the production of anhydrous ammonia 
for use in the Government’s foreign fer- 
tilizer program. 

Heyden made plant additions over the 
534 years ending September 30, 1947, at 
a total cost of $9,786,000, representing a 
net increase in plant and equipment, after 
depreciation, of $6,980,400. This includes 
a total expenditure of $5,202,300 during 
that period at the older plants, at Fords 
and Garfield, N. J. In addition, the 
company has started the construction at 
its Princeton plant of additions estimated 
to cost $1,300,000, which will increase 
the facilities of the anti-biotic division for 
the production of streptomycin. 


Holds Stock in American Potash 


Heyden owns 101,600 shares of the 
Class B stock of American Potash & 
Chemical Corporation, representing ap- 
proximately 19.2 per cent of that com- 
pany’s outstanding voting stock. This in- 
vestment is carried on the books at 
$3,577,854. American Potash is engaged 
in the production and sale of heavy 
chemicals, its principal products being 
potash, boron products, soda ash and salt 
cake. American Potash reported gross 
sales in 1946 of $16,176,800 and a net 
income of $1,514,100. Heyden received 
$151.200 in dividends in 1946, and $114,- 
300 in the first nine months of 1947, on 
its American Potash investment. 

As of September 30, 1947, Heyden’s 
total consolidated assets were reported 
at $24,579,796, of which $8,704,437 were 
current. Current liabilities were $5,310,- 
296, including a bank loan of $2,000,000. 
Consolidated net sales for 1946 were 
$18,928,000 and for the first nine months 
of 1947 were reported at $16,264,500. Net 
income for 1946 was $2,416,500 and was 
reported for the first nine months of 
1947 at $1,940,000. 














































LOOK at preliminary steel company 

reports for last year discloses plainly 
the effects upon income accounts and 
balance sheets of high costs. United 
States Steel’s net current assets showed 
a decline of $80,221,000 at the year end, 
or more than 12 per cent from the close 
of 1946 because, as Irving S. Olds, Chair- 
man, noted are spending more 
money on expansion than we are recov- 
ering from depreciation.” 


Of the $114.026,000 deducted from 
gross earnings to cover wear and exhaus- 
tion of facilities, $26,300,000 was for 
current extra costs in this item. Large 
reserves set up by the corporation dur- 
ing the war to cover expected higher 
costs in replacing inventories came in 
handy last year. The corporation was 
able to draw upon this reserve to the 
extent of $2.542,000 which was added 
to net income. The reserve was still 
sufficient to enlarge future net, should 
the management elect to employ it, the 
amount remaining being $25,419,000. 


“we 


Applies “Lifo” Inventory Method 


The transfer of funds from war re- 
serve to net acted to lessen the impact 
upon reported profits of another opera- 
tion affecting inventories. Several of the 
corporation’s subsidiaries applied the 
“last-in-first-out” method of determining 
costs, joining the number which had 
taken this step several years ago. Higher- 
cost inventory materials were worked up, 
acting to reduce the corporation’s inven- 
tory value at the year end by $10,000,000 
but also causing net income to be about 
$6,000,000 less than it would have been 
had the older average-cost method been 
followed. The “last-in-first-out” system 
was applied to particular products alone. 

Bethlehem Steel used with vigor the 
newer procedure for determining inven- 
tory costs. In consequence, according to 
announcement when the year’s results 
were released, 75 per cent of consolidated 
inventories were placed on a “last-in-first- 
out” basis at the beginning of 1947. The 
resultant boost to inventory costs pared 
net income of the year before taxes by 
approximately $15,500,000 from the level 
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Steel Industry Combats Costs 
AND INVENTORIES’ HARD PROBLEMS 


which would have been reported under 
the average-cost principle. 

In the foregoing statistics is seen evi- 
dence of the struggle going on among 
very many corporations to restrain and 
level off present-day costs of manufac- 
turing. Last-in inventories of raw mate- 
rials and other products to be prepared 
for market are naturally more costly 
than older stocks. By working them up 
at the expense of the profit exhibit, a 
corporation follows a relatively new sys- 
tem for re-investing current income in 
the business . . . but as a necessitous 
operating expense instead of adding to 
assets. 

The preliminary reports on last year’s 
results among corporations do not go 
into full detail. The figures taken from 
the largest steel units stand merely as 
an introduction to measures taken by 
many corporations to combat present 
costs of industrial living. When the 
pamphlet reports become public in due 
course, a great mass of statistics in re- 
spect to inventory treatment and inroads 
made upon working capital will call for 
the close study of investors. 

Capital accounts also will come in for 
careful scrutiny. Bethlehem Steel’s addi- 
tions and improvements outlay in 1947 
throws considerable light upon present 
necessities as affecting balance sheets. 






The company reported expenditures in 
this field of $105,615,000, an increase of 
$41,183,000 over the preceding year. At 
the same time the corporation’s net cur- 
rent assets declined $47,000,000. The 
latter recession accounted for a little 
more than the rise of the capital outlay 
—suggesting that the management applied 
far more to new construction and better- 
ments than current earnings could 
provide. 


Heavy Charges for Expansion 


U. S. Steel devoted $206,000,000 to 
additions and improvements, or $5,000,- 
000 more than in 1946. An effort to 
explain this rather small rise over 1946 
outlays for the same purposes carries 
back to events of the preceding year. In 
1946 Steel spent $110,000,000 for plants 
bought from the Government, at Home- 
stead, Dubuque and near the Edgar 
Thompson Works, and acquired the war- 
created Geneva plant in the West for 
$40,000,000. These were large operations 
for a single year. Nearly one-third of 
the company’s application to last year’s 
new facilities and improvements—$70,- 
000,000—occurred in the final quarter. 
It was announced at the recent dividend 
meeting that authorized expenditures still 
to be made aggregate about $350,000,000. 

(Continued on page 11) 


Mill of Bethlehem Steel at Bethlehem, Pa. 
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SHARE VOLUME IN 1947’s 
MOST ACTIVE STOCKS 


NTIL this year proceeds far enough 

to reveal a broad trend in stock mar- 
ket prices, attention will be paid to high- 
lights of 1947 as guides toward the 
evolution of investment and speculation. 
An outstanding fact about transactions 
on the New York Stock Exchange was 
that last year’s volume of trading showed 
a decline of 30 per cent from the pre- 
ceding year’s record. Another, last year’s 
minimum price level as measured by the 
Dow, Jones & Co. industrial average ap- 
proached the lowest level of 1946 so 
closely as practically to match it, there- 
after rallying sluggishly to end the year 
only a few points distant from the final 
figure for 1946, 


Although of lesser statistical interest 
than the foregoing, the roster of 1947’s 
most active stocks discloses the kind and 
character of equities which trading 
favored. In general, the 10 leaders in 
volume were not much changed from 
those of the same group in 1946. Most 
of the same names appear, alterations 
occurring only in position. 


Shifts in Rankings 

Commonwealth & Southern again fol- 
lowed its habit of leading off, the turnover 
of shares being, however, only a little 
more than one-third as large as in the 
preceding year. United Corporation, often 
standing low in annual records, rose from 
twenty-fifth to fifth place, with more sales 
than in 1946. Columbia Gas & Electric 
moved down from second place to sixth, 
Socony-Vacuum standing third, thereby 
rising from seventh place in 1946, A fea- 
ture of trading was a higher rating of 
General Motors, one of the higher-priced 
leaders, which advanced from fourteenth 
to ninth place. 


New York Central moved down from 
fifth to eighth in the list, a change of 
interest as this stock usually ranks well 
up toward the top. Of significance, too, 
was the appearance of U. S. Steel in 
eleventh place; in the preceding year 
this moderately high-priced stock did not 
appear among the upper 20. Steel, 
General Motors and Chrysler were, in 
fact, the only issues in the medium-to- 
upper price bracket to find a position 
among the topmost 20 in respect to 
volume, although Schenley Distillers came 
close in this price rating. 

The trading fashion changed its hue 
somewhat but reference to the accompany- 








Commonwealth & Southern Corp... 4,239,100 
Packard Motor Car Co.............. 2,674,800 
Socony-Vacuum Oil Co., Inc......... 2,127,400 
Schenley Distillers Corp............ 2,125,600 
United Corporation ................ 1,979,600 
Columbia Gas & Electric Corp...... 1,914,800 
Paramount Pictures, Inc............ 1,912,600 
W.. ¥. Comeral GR. Ge... ...<.ccesscees 1,898,900 
General Motors Corp. ............-- 1,894,300 
Int. Tel. & Tel. Corp.—Domestic... 1.837,700 
is is eS io siciv co cnist eke eae 1,808,700 
NN ee IS ooo ge occa ers eae 1,790,300 
PE EE SG ekinin eo os icnenos ents 1,739,500 
American Airlines, Inc............. 1,723,900 
ad nee acs neces ennees 1,677,100 
Pennsylvania RR. Co. ............. 1,656,100 
re 1,624,100 
Graham-Paige Motors Corp. ........ 1,570,900 
IY IG opie gen ce pccacnaes 1,550,100* 
Republic Steel Corp. .............. 1,542,100 
American Woolen Co. .............. 1,526,400 
National Distillers Products Corp... 1,388,000 
Stand. Gas & Elec. Co., $4 Pfd..... 1,334,200 
Sears, Roebuck & Co............... 1,307,000 

1,284,400 


Baltimore & Ohio RR. Co........... 


*Old and New issues combined. 
Source: “‘Bank and Quotation Record.” 





50 MOST ACTIVE NEW YORK STOCK EXCHANGE STOCKS 
Based on the Reported Volume for the Year 1947 





Radio-Keith-Orpheum Corp. ....... 1,284,200 
General Electric Co................ 1,266,700 
Amer. Rad. & Stand. San. Corp..... 1,264,300 
Canadian Pacific Ry. Co............ 1,256,800 
Warner Bros. Pictures, Inc.......... 1,232,700 
Westinghouse Electric Corp......... 1,228,200 
Pan American Airways Corp........ 1,206,500 
cS ee 1.199.800 
GCOOROUE Gee oioe.c sconces inecesx 1.197,000* 
Stendard Oi] Ce. CN: J.).......65.. 1.190,000 
Amer. Power & Light Co......... 1.184,700 
Illinois Central RR. Co........... . 1,132,500 
General Public Utilities Corp... . 1,128,500 
PE TE Dig nina cis sindid sven 1.084,500 
WN RIS. gas irree acces <54ce5in'n es 1.077,000 
Alleghany Corporation ........... 1,067,400 
Mose Wrens, Tae.............2..:- 1,064,000 
Nash-Kelvinator Corp. ............. 1,062,100 
TUN 2 rack Sea caine ooo wince sigssolae 1,053,200 
Amer. Water Works & Elec. Co.. Inc. 1,016,000 
International Paper Co. ............ 994,500 
International Nickel Co.......... ; 979,800 
Southern Pacific Co. ............. 975,500 
American Rolling Mill Co.......... 963.700 
Pennsylvania Power & Light Co..... 958.600 





ing table of the 50 most active issues 
reveals the same general pattern as in 
other recent years. By and large, lower- 
priced stocks received especial attention. 
The table shows, too, that long-seasoned 
stocks were far more prominent than 





others which reached the Stock Exchange 
market at comparatively recent dates. 
It is possible to find in the group of 50 
a number whose activity was presumably 
enlarged by reason of stock split-ups, or 
developments affecting dividends. 





Steel Industry Costs 


(Continued from page 10) 


Bethlehem since 1940 has’ directed 
$363,000,000 cash into capital investment 
and has authorized the outlay of $105,- 
000,000 to complete planned construc- 
tion. 

When it is considered that vast quan- 
tities of currently produced steel products 
have been going into internal betterments 
on so great a scale as the expenditures 
indicate, a special demonstration of the 
weight of demand upon. steel-making 
facilities is offered. The 3,396,000 tons 
on Bethlehem’s order books at the year 
end were more than 120,000 tons greater 
than a year before. U.S. Steel’s orders 
were reported sufficient to indicate a high 
operating rate for many months to come. 


Rate of Ingot Production 
How insistent the demand for steel was 
last year is demonstrated in the strain 
upon manufacturing facilities. Ingot and 
castings’ production of U. S. Steel aver- 
aged 96.7 per cent of capacity for the 
twelve months, compared with 72.9 per 


cent in 1946, a year slowed down by 
strikes. The Bethlehem average last year 
was 99.3 per cent, against 77.6 per cent 
in 1946, 

A continuation of such activity for six 
months longer would supply a tremendous 
amount of steel products. It is to be 
noted, however, that in. comment with- 
in the industry a qualification is applied 
generally to thoughts of full production. 
This has to do with short supplies of 
scrap, winter-born fuel troubles, and 
uncertainties hinging upon expected de- 
mands for higher wages. 





Statistical and other factual infor- 
mation regarding any securities re- 
ferred to in THE ExcHANceE has been 
obtained from. sources deemed to be 
reliable but THE EXCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither such informa- 
tion nor any reference to any particu- 
lar securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 
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Wanted: More Owners of Securities 






(Continued from page 5) 


to buy and hold, prices have receded 
since May, 1946. Prices have receded 
at the same time that business earnings 
have permitted reasonably good divi- 
dends. Yields on dividends have risen as 
the prices of stocks backed away from 
the plateau reached in the spring of 
1946. On the same, or moderately in- 
creased, dividends of 1947, yields of 
many well-considered common stocks 
have increased from 31% or 4 per cent 
two years ago to 5 per cent or more. 

An influence concurrent -to the grind- 
ing effect of high peace-time income taxes 
on equity investments of large income 
recipients has been a stiffening of credit 
rates in recent months. This has furthered 
a recession of preferred stock prices, re- 
sulting in a rise of yields of this class 
The 
product of market conditions and a hard- 
ening of interest rates is this: high quality 
preferred stocks and good quality bonds, 


of fixed-return securities. over-all 


as well, are selling around their lowest 
prices and best yields in several vears. 


Enviable Dividend Records 


Although it is contemplated that the 
investor searching for the best in safety 
and stability will weight his portfolio 
rather heavily with bonds and preferred 


stocks, it is not to be overlooked that 
many common stocks have enviable long- 
term dividend records. 

The chart below shows the yearly divi- 
dend performance of an assortment of 
25 stocks. These are not hand-picked 
equities designed to show best possible 
performance. They were originally se- 
lected by me at random nine years ago 
when the index was started. 

The 25 stocks in this index include 5 
auto parts companies; 5 oil companies; 
5 farm machinery companies; 5 railroads 
and 5 tobacco products companies. The 
index form of presentation has the advan- 
tage of giving equal weight to each com- 
pany. It makes possible the combining 
of large and small companies to show a 
long-term trend, without distortion. 


Advantages of Index Method 


If, for example, a company paying out 
$4,000,000 in dividends discontinued pay- 
ments in a later year, it would obscure 
in aggregate dollar figures the fine record 
of another company which might double 


annual dividends from $400,000 to 
S800,000. 
Unquestionably, many corporations 


have done better and others worse than 
the twenty-five included in the accom- 








CASH DIVIDENDS PAID ON COMMON STOCKS 
Index: 1929—100 

Five Five Five Five Fon Twenty-five 

Rails Oils Tobaccos Auto Parts Machinery Stocks 
1929 , 100 100 100 100 100 100 
1930. . 103 127 122 &9 124 Rio 
| ne 77 63 125 59 79 80 
(re 8 56 124 20 17 46 
ee 15 31 120 9 6 36 
es « + e 30 59 162 33 13 59 
Rees « ee GS 29 6l 132 85 19 65 
yee. «ee 39 107 148 101 74 93 
7 10 144, 135 131 156 121 
i. 26 92 7 17 145 80 
re 3 & 118 &: 8: 79 
i) ae 39 99 124 104. 132 99 
es «se * % 19 120 11] 110 bei 113 
1942 . 62 105 91 94. 162 102 
1943 63 117 87 91 187 109 
1944 . 63 134 &0 9] 197 113 
2 ne 63 134. $l 93 185 111 
SG. & & ns 52 151 87 104 192 117 
















































































BACKGROUND OF COMMENT 


The author of the article on this 
page is manager of the Standard 
Planned Investments Department of 
Standard-Poor's Corporation. He 
has engaged in investment advisory 
work for more than 25 years. The 
index table below is of his own de- 
vising, prepared and maintained for 
the purpose of guiding long-range 
portfolio management. Before en- 
tering advisory work, Mr. Barnes 
was a financial news reporter on 
New York newspapers. 











panying dividend index. All twenty-five 
companies are listed on the New York 
Stock Exchange. It is clear from. this 
study that dividend fluctuations, on the 
whole, are less violent and less frequent 
than price changes in the open market; 
that panics or depressions do not have a 
permanently injurious effect upon the 
dividend-paying industry; 
that common stocks are deserving off ;; 





capacity of 


consideration for income on a long-pulff ; 
basis, assuming one’s timing and selec s 
tions are moderately good. i 


Must Diversify Holdings 
Additionally, it is essential that diversifi 
cation by individual security and by 
industry be adhered to in the construction 
of an investment portfolio. Of _ the 
twenty-five corporations studied here, al 
paid dividends in the boom-bust year 
1929, but one paid nothing in the boom 
years of 1946 and 1947. However, thre by 
had more than doubled cash dividend of 
payments by 1946, and when the com ac 
posite index for 1947 is compiled it ig la 
certain to show a higher level than fog * 
1929 or for 1946. In the extreme depre 
sion year of 1932 there were only fiv 
corporations in this group of 25 whi 










failed to pay a cent to common stodf ) 
holders. a 
The foregoing discussion is designed wy; 
solely to promote study of securitigj in; 
afresh among investors whose time ma 
be so preoccupied by other interests as| 
dull an impression of events affecti 
prices and yields. Our economy neet 
more stockholders, and thought abou th 
fundamentals may persuade stockholdem 'h« 
that they need more carefully chosg‘" 
stocks. As supplemental material for mg" 
Be OCC 
search, the table of preferred stock stat 


tics is presented to illustrate recent devé 
opments in this field, the names carryil 
no suggestions for purchases or sales. 
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AUBURN, N. Y. 

. Perhaps something of the excitement 
I've read about was missing on the Stock 
Exchange floor the day I looked down from 
the gallery a few weeks ago—it was a dull 
day, so someone said. But I learned con- 
siderable about the way business in securi- 
done. Investing and trading 
in stocks lose some of the mystery which 
seemed to me to.surround them, after watch- 
ing Exchange operations and having them 
explained. .. . 


ties is 


| Fi ae 8 


LOS ANGELES, CALIF. 


Your January article about stock market 
“switches” struck me as containing so much 
good sense that I read it carefully three 
times and, I hope, will profit from it. Long 
ago. a plan for balancing my investments 
was applied; both stocks and bonds were 
bought after as much care as I could think 
of and this supplemented by professional 
advice. But every little while during the 
lat 15 years changes in the list have 
seemed logical, and the job of making 
them often was more difficult than that of 
setting up the original selections. I see 
now that principles should be kept in mind. 
going further than comparing one stock or 
bond with another, guided by the reports 
of earnings. The article was certainly alive 
with well-thought-out principles. for switch- 
ing. 

= Web. 
NEW YORK CITY 

Railroad mileage was extended so rapidly 
through the 1850s, 1860s and 1870s that 
they outgrew the nation’s growth. The 
structure could not be supported with profit 
until a vast revamping of the companies 
vecurred through the 1880s and 1890s. Air 
'ransportation appears, however, to be tak- 
ing a leaf from the book of railroad history, 
“0 as to avoid the early railroading errors. 
-». Demand for air travel accommodations 








exceeds the supply on main routes much of 
the time. Post-war exuberance for expan- 
sion pulled up sharply in 1947. Excessive 
enlargement of facilities was curbed by 
operating losses so quickly that the indus- 
try’s underpinning should avoid the long- 
suffered railroad growth pains. This, I 
think, is a thought to be pondered carefully 
by investors who subscribe to the merits of 
air transportation but are chary about 
taking risks with the recollection of early 
railroad experience in mind. 


G. RR. 


NEW YORK CITY 

Two years ago a great many well-rated 
common stocks gave their holders no more 
than 314 to 41% per cent on money invested. 
Now quite a number of the same stocks, 
according to brokers’ lists sent to me, pay 
5% to 8 per cent. Same dividends, same 
stocks. Same market, except that it is 
lower. If dividends have influence on buy- 
ers, it is puzzling why buyers are not active 
in today’s market. The absence of eager 
buying appears to cast doubt upon dividend 
ruggedness, although earnings remain good 
enough to cover present rates handsomely. 


Pr. kG. 


COLUMBUS, O. 


Probably my thought is completely cyn- 
ical, yet I can’t help but think it. The 
railroad business has become a sort of 
checker game. The unions get a wage 
increase, usually retroactive, and move into 
the king row. Then, after an interval, the 
roads get a rate increase and crown a king 

for a little while. The ‘process is 
repeated, etc. Earnings per share of rail 
stock fall off heavily in the first instance 
and rise abruptly in the second instance, 
the rail stock investor, in the meantime, 
stamping around in a state which perplexity 
hardly describes. 


B. W. D. 

















Letters to the editor in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


MONTCLAIR, N. J. 


There have been many approaching crises 
in the petroleum business. None, though, 
has appeared so pressing as the one now 
receiving plenty of publicity, especially in 
Government circles. Still, one reads now 
and then a statement coming from produc- 
ing and distributing quarters that this 
winter's shortages are caused largely by 
inadequate transportation. If the reserves 
known possible of reclaiming from foreign 
acreage can be carried to refineries and 
then to retail markets, certainly domestic 
crude supplies of petroleum can be largely 
supplemented. 

Ss. H.. B. 


BURLINGTON, VT. 


Bona fide investors in stocks find reason 
for self-congratulation because the stock 
market contained no top-heavy speculative 
pyramid when commodities received their 
severe jolt. . . . Imagination shrinks from 
viewing the probable reversal of prices that 
might have occurred if this month’s situation 
had been similar to that of October, 1929. 


Ni 
NORFOLK, VA. 


A friend of mine who works for a spe- 
cialty-manufacturing company told me a few 
days ago that his outfit, which raised its 
starting capital by selling stock to a few 
persons, was considering a large stock issue. 
I asked, “Your people will raise the money 
on the New York Stock Exchange?” He 
said it couldn’t be done that way, but 
didn’t seem to know why it couldn’t be 
done. Who was thinking correctly? 


F. &. &., Je 


Eviror’s Note: Original stock capital is ac- 
quired by sales to individuals without recourse 
to use of stock exchange facilities. Estab- 
lished corporations, which have listed their 
securities on the New York Stock Exchange, 
frequently raise additional capital by issuing 
rights to subscribe which are bought and sold 
on the Exchange. 


Our securities are listed on the New York Stock Exchange 


dacy 


mE NECOTIAT Gn 


Ad 


hat does this mean to 


Hundreds of America’s foremost corpo- 
rations have qualified, under Federal 
laws and the regulations of the New 
York Stock Exchange, for listing of 
their securities on the Exchange. They 
do so, primarily, because of the benefits 
to their stockholders, and to investors 
generally. 


Listing on the Exchange provides a 
national market place for the security. 
Bids to buy and offers to sell from all 
over the country can meet in one place. 
Through his representative on the Ex- 
change floor, the investor who wishes 
to purchase the security meets the 
greatest possible number of sellers—the 
investor who wishes to sell meets the 
greatest possible number of purchasers. 


wes tew OF OPERATIONS 


Listing assures buyer and seller alike 
of the best available price. On the Ex- 
change, prices are determined openly, 
by competitive bidding — and the rise 
or fall of prices represents the will of 
the majority trading at that time. 

Listing means prompt publication of 
prices. As soon as a transaction is com- 
pleted, price and-volume are broadcast 
across the nation by means of the ticker 
tape. 

Listing mear:s regular disclosure of 
essential facts ubout the company. Be- 
fore any company lists its securities on 
the New York Stock Exchange, it agrees 
to publish reguiarly essential informa- 
tion about its operations and financial 
condition—information which is funda- 


U/? 


mental to a sound investment decision. 


These are not the only advantages of 
a listed security, by any means. They 
are, however, sufficient to indicate why, 
for 155 years, the New York Stock Ex- 
change has performed a necessary 
service for the investors of America. 


New YorK 
STOCK EXCHANGE 
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